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CHAIRMAN ' S  MESSAGE 


The  annual  report  of  the  Alberta  Dairy  Control  Board  provides 
information  on  Board's  mandate  and  main  activities.     It  also  contains 
statistical  data  pertaining  to  dairy  producers,  processors,  as  well 
as  milk  and  cream  production  and  sales. 

I  hope  you  will  find  this  report  informative  and  useful.  However, 
should  you  have  any  recommendation  as  to  how  this  report  may  be  improved 
to  serve  you  better,  we  would  like  to  hear  from  you.     We,  at  the  Dairy 
Board,  are  committed  to  provide  you  with  the  best  possible  service  and 
with  your  input  we  are  confident  we  can  accomplish  that  objective. 

The  1988-89  dairy  year  proved  to  be  an  eventful  one  for  the  dairy 
industry.     There  were  some  challenges  to  the  milk  supply  system  and  the 
National  Milk  Marketing  Plan.     The  most  important  challenges  include: 
Canada  -  U.S.  Free  Trade  Agreement   (FTA) ,  General  Agreement  on  Tariffs 
and  Trade   (GATT)  negotiations,  U.S.   challenge  to  Canadian  Import 
Controls  and  internal  challenge  to  the  National  Milk  Marketing  Plan. 

Without  going  into  any  details  and  as  it  was  anticipated,  the 
Canada  -  U.S.  Free  Trade  Agreement  did  not  adversely  affect  Canadian 
milk  supply  management  system. 

U.S.  challenge  to  the  Import  Controls  on  ice  cream,  yogurt  and 
other  related  products  has  not  been  decided  on  at  the  time  of  this 
publication.     It  is  being  considered  by  GATT  panel  in  Geneva,  specific- 
ally set  up  to  deal  with  this  issue.     It  is  hoped  that  previously 
negotiated  Import  Control  List  can  be  protected. 

Internal  challenges  to  the  National  Milk  Marketing  Plan  have  been 
addressed  and  reviewed  by  the  Study  Team,  membership  of  which  consisted 
of  provincial  representatives,  Dairy  Farmers  of  Canada,  National  Dairy 
Council  and  the  Canadian  Dairy  Commission.     While  not  all  provincial 
demands  have  been  accommodated,  significant  progress  has  been  made  so 


that  all  provinces,  signatories  to  the  Plan,  reinforced  their  commitment 
by  agreeing  not  to  use  the  Opt  out  clause  as  contained  in  the  Plan  for 
the  next  five  years,  to  July  31,  1994. 

At  a  provincial  level,  much  of  the  time  and  effort  has  been  devoted 
to  restructuring  Alberta  dairy  industry.     Although  not  finalized,  it  is 
expected  that  final  agreement  may  be  reached  in  time  for  the  implement- 
ation in  the  next  dairy  year. 

In  closing,   I  am  taking  this  opportunity  to  express  my  sincere 
appreciation  to  the  members  of  Alberta  Dairy  Control  Board  and  Staff, 
Policy  Committee,  Alberta  Milk  Producers'   Society,  Alberta  Dairymen's 
Association,  processors,  dairy  producers  and  the  Department  of 
Agriculture  for  the  valuable  contribution  and  interest  in  Alberta  dairy 
industry . 


Mike  Dordevic, 
Chairman 
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Authority  and  Mandate 


The  Alberta  Dairy  Control  Board  is  a  Crown  Corporation,  operating 
under  the  authority  of  the  Dairy  Board  Act. 

The  purpose  of  the  Dairy  Board  is  to  control  and  regulate  the  sale 
of  milk  in  Alberta.     The  Board's  responsibilities  cross  all  three 
sectors  of  the  industry;  fluid  milk,  industrial  milk  and  cream. 

Membership  of  the  Board  consists  of  three  active  dairy  producers, 
one  consumer  representative  and  a  full  time  Chairman.     The  Chairman 
reports  directly  to  the  Minister  of  Agriculture.     The  Board  has  employed 
ten  full  time  staff  to  administer  dairy  policy  within  Alberta. 

The  Alberta  Dairy  Control  Board  is  one  of  the  signatories  to  the 
Comprehensive  Milk  Marketing  Plan  (the  National  Plan  governing  the 
production  of  industrial  milk  in  Canada).     The  Board  has  accepted  the 
responsibility  of  administering  market  share  quota,  collecting  the 
appropriate  levies,  and  remitting  them  on  behalf  of  Alberta  producers. 
Mike  Dordevic,  Chairman,  represented  Alberta  on  the  Canadian  Milk  Supply 
Management  Committee,  responsible  for  balancing  milk  production  with 
domestic  and  export  demand. 

Dairy  policies  are  developed  with  the  objective  to  provide 
efficient  producers  and  processors  of  milk  and  cream  an  opportunity  of 
obtaining  a  fair  return  for  their  labor  and  investment.     Of  equal 
importance  is  that  of  providing  consumers  of  dairy  products  with  a 
continuous  supply  of  high  quality  dairy  products  at  reasonable  prices. 

The  Board  has  a  responsibility  to  establish  the  producer  price  for 
milk  used  in  all  classes  except  class  I.     Under  authority  in  the  Dairy 
Board  Act,   the  responsibility  Is  given  to  the  Public  Utilities  Board  to 
establish  the  price  for  class  I  milk. 
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Operations 


The  dairy  industry  did  not  experience  any  significant  changes  in 
production  or  consumption  during  the  1988-89  year.       Sales  of  fluid 
products  decreased  by  a  modest  0.02  percent.     Cream  sales  increased 
1.02  percent.     A  new  product  in  1  %  partly  skimmed  milk,  was  introduced 
during  the  period.     At  March  31,   1989  it  had  captured  10  percent  of  the 
fluid  milk  market.     Skim  milk  sales  decreased  5.5  percent  and  2  %  partly 
skimmed  milk  sales  declined  by  8.26  percent.     Low  fat  milk,  including  skim, 
1%  and  2%  combined  to  represent  74  percent  of  total  milk  sales. 

The  number  of  producers  continued  to  decline  with  the  sharpest  drop 
occurring  in  the  cream  sector.     As  of  March  31,   1989  there  were  2051 
active  producers;   1411  held  fluid  quota,  53  delivered  milk  and  held  only 
market  share  quota  and  587  delivered  farm  separated  cream.  This 
represents  a  1.55  percent  decline  overall  and  1.8  percent  among  the  1464 
milk  producers. 

The  Graduated  Entry  Program  exchanges  fluid  milk  quota  for  market 
share  quota.     The  program  was  designed  for  an  industrial  milk  producer 
or  cream  producer  to  obtain  up  to  200  litres  of  daily  fluid  milk  quota 
over  four  years.     There  were  169  producers  who  received  the  second 
allotment  on  August  1,   1988.     The  final  allotments  in  this  program  will 
occur  on  August  1,   1989  and  1990. 

Total  production  under  market  share  quota  in  the  period  ending  July 
31,   1988  was  103.37  percent  of  the  provincial  allocation  of  11,354,000 
kg. 

Producers  received  a  refund  of  over-quota  levies  paid  on  deliveries  up 
to  107.8  percent  of  market  share  quota.     Production  to  March  31,  1989 
indicated  that  Alberta's  MSQ  allotment  will  be  met  at  near  the  100 
percent  level. 


A.     Fluid  Milk 


The  Dairy  board  licenced  1464  fluid  milk  producers,  26  processors 
and   137  distributors  during  1988-89. 

Fluid  milk  quotas  were  set,  adjusted  and  transferred  during  the 
year.     Total  daily  fluid  quota  allotted  to  producers  was  961,760  litres. 

The  Board  operated  a  fluid  milk  equalization  pool  for  Alberta  milk 
producers . 

Utilization  of  all  milk  received  by  processors  was  reported  to  the 
Board.     The  utilization  and  production  figures  were  used  to  determine 
quota  and  over-quota  prices  each  month  to  be  paid  to  producers.  Through 
the  fluid  milk  equalization  pool,  the  Board  collected  money  from  some 
processors  and  paid  to  others  in  a  manner  that  allowed  all  producers  to 
be  paid  the  same  amount  per  hectolitre  of  quota  and  over-quota  milk  as 
their  fellow  dairymen.     1989  was  the  fourteenth  year  of  operating  the 
equalization  pool. 

A  major  step  forward  was  made  with  the  inclusion  of  all  milk 
producers  who  delivered  milk  to  a  processor,  other  than  the  two 
producer  processors,  into  the  equalization  pool.     This  allowed  all 
producers  to  share  in  the  Class  II  sales  even  if  that  producer  did  not 
have  fluid  quota. 

Producer  returns  for  industrial  milk  remained  at  $40.56/hl  for  the 
entire  period. 

Fluid  milk  producers  experienced  a  price  change  of  $0.98/hl  on 
Class  I  milk  in  June,  August  and  October  ending  at  $51.07/hl. 

The  audit  program  of  the  Board  was  enhanced  substantially  during 
the  year.     Some  reporting  procedures  were  changed.     The  cooperation 
provided  by  the  industry  is  to  be  commended.     We  can  state  with  a  high 
degree  of  confidence  that  producers  have  been  accurately  paid  by 
processors . 


The  Dairy  Board  continued  to  provide  funding  in  support  of  the 
Dairy  Cost  Study  participants  who  provide  data  to  the  study. 

The  cost  study  results  were  compared  to  the  fluid  milk  price  as 
set  by  the  Public  Utilities  Board  to  monitor  the  fluid  milk  formula. 
The  cost  study  data  demonstrated  whether  or  not  producers  are  earning 
a  reasonable  rate  of  return  for  their  investment  and  management. 

The  Board  staff  have  availed  themselves  to  other  Departments  of 
Government,  Agri-business,  other  agencies  and  organizations  to 
provide  service  to  the  dairy  industry  at  the  highest  possible  level. 

A  significant  amount  of  time  was  exhausted  by  the  Board  and  its 
staff  on  the  restructuring  decisions  taking  place  within  the  industry. 
The  present  system  for  producer  payment  has  been  in  place  for  fourteen 
years.     Out  of  this  has  developed  an  imbalance  of  assigned  producers  and 
milk  utilization  by  different  processors,  resulting  in  large  volumes  of 
milk  being  transferred  from  one  processor  to  another.     The  second  and 
probably  the  most  significant  driving  force  is  the  position  of  producers 
who,  many  without  personal  choice,  are  delivering  to  a  cooperative  and 
receive  a  dividend  payment  while  his  neighbour  who  produces  equivalent 
milk  delivers  to  an  independent  processor  and  does  not  share  in  the 
processor's  profits. 

During  this  year  Holgerson  Dairies  Inc.  of  Smoky  Lake  began 
production.     This  processor  introduced  2  litre  and  1  litre  plastic  milk 
jugs  to  the  marketplace. 

The  Board  enjoyed  cooperation  from  all  sectors  of  the  industry 
during  the  year,   including  processors,  producers,  Alberta  Milk 
Producers'  Association,  other  industry  groups,  Agri-business,  several 
departments  of  the  Alberta  Government,   Statistics  Canada,  Agriculture 
Canada  and  the  Canadian  Dairy  Commission. 


B.     National  Milk  Marketing  Plan 

The  Dairy  Board  appointed  a  Market  Share  Quota  Policy  Committee. 
Membership  on  the  committee  was  from  the  Alberta  Milk  Producers' 
Association,  an  industrial  milk  producer  assigned  to  an  independent 
plant,  a  cream  producer,  a  producer  from  Northern  Alberta  Dairy  Pool 
Ltd.,  and  one  from  Central  Alberta  Dairy  Pool  Ltd.,  two  processor 
representatives  (one  independent  and  one  co-operative  processor) ,  one 
non-voting  Alberta  Agriculture  representative,  as  well  as  the  Chairman  of 
the  Dairy  Board.     This  committee  made  recommendations  to  the  Dairy  Board 
on  matters  relating  to  the  Milk  Market  Sharing  Plan. 

The  Board  developed  dairy  policy  in  consultation  with  the  Quota 
Committee,  the  Alberta  Milk  Producers'  Association,  Alberta  Dairymens' 
Association,  and  input  from  individual  producers.     The  policy  respecting 
market  share  quota  remained  consistent  with  previous  policy. 

The  Board  operated  a  Quota  Exchange  during  the  year.  This 
Exchange,  one  for  unused  the  other  for  used,  allows  producers  to 
transfer  market  share  quota  to  other  producers  in  the  province.  There 
was  slightly  less  than  1  percent  of  the  provincial  MSQ  transferred  in 
this  manner.     The  purpose  of  the  Quota  Exchange  is  to  allow  producers  to 
balance  small  differences  between  production  and  quota  in  a  manner  that 
prevents  loss  of  quota  due  to  underdeliveries,  payment  of  over-quota 
levies  or  major  management  changes  simply  to  protect  quota. 

During  the  fiscal  year,  approximately  6  percent  of  the  provincial 
MSQ  changed  hands  via  complete  herd  and  quota  transfers. 

Producers  who  delivered  less  than  90  percent  of  MSQ  during  the 
period  ending  July  31st  had  their  quota  adjusted  to  reflect  the  ability 
to  deliver.     Despite  the  underdeliveries  by  a  few  producers,  the 
provincial  allotment  was  exceeded  by  3.37  percent. 


The  number  of  industrial  producers  continued  to  decline  combined 
with  a  major  reduction  in  the  number  of  cream  producers,  would  suggest 
possible  shortage  of  deliveries  to  MSQ.     This  shortfall  has  been  more 
than  met  by  fluid  milk  producers  who  continue  to  deliver  well  above 
their  fluid  quotas. 

The  milk  utilized  for  industrial  purposes  in  Alberta  remains  around 
the  55  percent  level  with  liquid  milk  and  cream  representing  45  percent 
of  provincial  production. 

Bill  Vonk,  Milk  Inspector,  due  to  deteriorating  health  conditions, 
was  placed  on  long  term  disability.     We  all  wish  Bill  a  complete 
recovery. 

It  is  significant  to  identify  that  the  Dairy  Board  assessments  for 
operating  the  Board  and  paying  its  staff  have  remained  at  the  same  rate 
since  October  1975. 


Respectfully  Submitted 


L.G.  Johnston,  Secretary-Manager 
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ALBERTA  DAIRY  CONTROL  BOARD 


BALANCE  SHEET 
AS  AT  MARCH  31 ,  1989 


1989  1988 


ASSETS 


Operating : 
Current : 

Cash  $1,314,199  $1,237,326 

Due  from  processors  and  producers   (Note  3)  492,775  391,177 

1,806,974  1,628,503 


Trust:       (Note  4) 

Cash                                                                                 255,114  323,316 

Due  from  processors                                                         797 ,900  1 ,070,307 

1,053,014  1,393,623 


$2,859,988  $3,022,126 


LIABILITIES  AND  RETAINED  EARNINGS 


Operating : 
Current : 

Due  to  processors  and  producers  (Note  5)  $    871,848        $  815,565 

Due  to  Province  of  Alberta  41,348  59,097 


Retained  earnings 


Trust   (Note  4) 


913,196 
893,778 
1,806,974 
1,053,014 


874,662 
753,841 
1,628,503 
1,393,623 


$2,859,988  $3,022,126 


The  accompanying  notes  are  part 
of  these  financial  statements. 


ALBERTA  DAIRY  CONTROL  BOARD 


STATEMENT  OF  REVENUE,  EXPENDITURE  AND  RETAINED  EARNINGS 
FOR  THE  YEAR  ENDED  MARCH  31,  1989 


1989 


1988 


REVENUE 


Assessments : 

Fluid  milk  quota 
Market  share  quota 

Service  charges 


$274,604 
232,581 
13,047 

$520,232 


$262, 100 
233,885 
9,648 

$505,633 


EXPENDITURE 


Administration:   (Note  6) 

Salaries  and  employee  benefits 
Travel 

General  office 
Board  fees 


Grants 

Excess  of  revenue  over  expenditure 

Retained  earnings  at  beginning  of  year 

Retained  earnings  at  end  of  year 


$268,893 
31,141 
40,071 
6,711 

346,816 

33,479 

380,295 

139,937 

753,841 

$893,778 


$304,378 
33,777 
18, 139 
7, 193 

363,487 

33,422 

396,909 

108,724 

645,117 

$753,841 


ALBERTA  DAIRY  CONTROL  BOARD 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
MARCH  31 ,  1989 


Note  1  Authority 

The  Alberta  Dairy  Control  Board  operates  under  the  authority 

of  the  Dairy  Board  Act,  Chapter  D-l ,  Revised  Statutes  of  Alberta 

1980,  as  amended. 


Note  2        Changes  in  Financial  Position 

A  statement  of  changes  in  financial  position  is  not  provided  as 
disclosure  in  these  financial  statements  is  considered  to  be 
adequate . 


Note  3 


Due  from  Processors  and  Producers 


Amounts  due  from  processors  and  producers  consist  of  the  following 


1989 


1988 


Operating : 

Price  equalization 

Fluid  milk  quota  assessments 

Market  share  assessments 

Quota  exchange 

Service  charges 

Other 


$443,373 
30,106 
18,825 

471 


$317,012 
35,597 
19,221 
18,199 
128 
1 ,020 


$492,775 


$391,177 


Note  4  Trust 

Under  the  Comprehensive  Milk  Marketing  Plan,  the  Board  collects 
levies  from  processors  on  behalf  of  the  producers  and  forwards  the 
levies  to  the  Canadian  Dairy  Commisssion.     A  portion  of  the  levies 
collected  can  be  refunded  to  producers  under  certain  conditions. 
During  the  year,  approximately  $23,560,800  (1987  -  $22,041,700) 
of  levies  were  collected  under  the  above  Plan. 


Note  5 


Due  to  Processors  and  Producers 


Amounts  due  to  processors  and  producers  consist  of  the  following: 

1989  1988 


Operating : 

Price  equalization 
Quota  exchange 


$461,971 
409,877 


$334,705 
480,860 


$871,848 


$815,565 


Note  6        Administration  Costs 

Accommodation,  office  furniture,  certain  office  equipment  and 
certain  administrative  service  costs  are  borne  by  the  General 
Revenue  Fund  and  are  not  reflected  in  these  financial  statements. 
In  addition,  25%  of  all  other  administration  costs  of  $462,341 
(1988  -  $484,649)  are  borne  by  the  General  Revenue  Fund  and  are 
also  not  reflected  in  these  financial  statements. 


Note  7        Interest  on  Cash  Deposits  and  Licence  Fee  Income 

Interest  from  cash  deposits  in  the  Consolidated  Cash  Investment 
Trust  Fund  and  licence  fee  income  have  been  credited  directly  to 
the  General  Revenue  Fund. 


Note  8        Approval  of  Financial  Statements 


These  financial  statements  were  approved 


by  management: . 
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